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Section 1
Applicant Description

1. Provide the legal name and address of the applicant(s) as defined in WAC 246-
310-010(6).

The legal name of the applicant is Grant County Public Hospital District No 2 (District 2),
dba Quincy Valley Medical Center (Quincy Valley).

2. Identify the legal structure of the applicant (LLC, PLLC, etc.) and provide the
unified business identifier (UBI)

District 2 is a public hospital district, governed by a publicly elected Board of
Commissioners, and organized under RCW 70.44. This statute authorizes the establishment
of public hospital districts to own and operate hospitals and other health care facilities and
to provide hospital services and other health care services for the residents of such
districts and other persons.

Quincy Valley’s UBI number is: 135-000-687.

3. Provide the name, title, address, telephone number, and email address of the
contact person for this application

The requested information is below:

Glenda Bishop
Superintendent and Chief Executive Officer
Quincy Valley Medical Center
908 Tenth Avenue Southwest
Quincy, WA 98848
Glenda.Bishop@quincyhospital.org
(509)-787-3531


mailto:Glenda.Bishop@quincyhospital.org

4. Provide the name, title, address, telephone number, and email address of the
consultant authorized to speak on your behalf related to the screening of this
application (if any).

Jody Carona
Health Facilities Planning & Development
120 1st Avenue West, Suite 100
Seattle, WA 98119
(206) 441-0971
Email: healthfac@healthfacilitiesplanning.com
206-441-0971

5. Provide an organizational chart that clearly identifies the business structure
of the applicant(s).

An organizational chart for Quincy Valley is included in Exhibit 1.


mailto:healthfac@healthfacilitiesplanning.com

Section 2
Facility Description

1. Provide the name and address of the existing facility.
The address of Quincy Valley is:
908 Tenth Avenue Southwest
Quincy, WA 98848
2. Provide the name and address of the proposed facility.
Quincy Valley proposes to replace the current hospital. The replacement will be completed

on the current campus. Neither the hospital’s name nor address will change.

3. Confirm that the facility will be licensed and certified by Medicare and
Medicaid. If this application proposes the expansion of an existing facility,
provide the existing identification numbers.

Quincy Valley is currently licensed and certified. The required information is below:
HAC FS: HAC.FS.00000129
Medicare #: 50-1320
Medicaid # :1043109
There will be no change to the identification numbers as a result of the replacement
project.
4. Identify the accreditation status of the facility before and after the project.
Quincy Valley is licensed, but not accredited.
5. Is the facility operated under a management agreement? If yes, provide a copy

of the management agreement.

No, the hospital is not operated under a management agreement.



6. Provide the following scope of service information:

Quincy Valley Scope of Services

Service

Currently
Offered?

Offered Following
Project Completion?

Alcohol and Chemical Dependency

Anesthesia and Recovery

Cardiac Care

Cardiac Care - Adult Open-Heart Surgery

Cardiac Care - Pediatric Open-Heart
Surgery

Cardiac Care - Adult Elective PCI

Cardiac Care - Pediatric Elective PCI

Diagnostic Services

Dialysis - Inpatient

Emergency Services

Food and Nutrition

Imaging/Radiology

Infant Care/Nursery

Intensive/Critical Care

Laboratory

Medical Unit(s)

Neonatal - Level II

Neonatal - Level 111

Neonatal - Level IV

Obstetrics

Oncology

Organ Transplant - Adult (list types)

Organ Transplant - Pediatric (list types

Outpatient Services

Pediatrics

Pharmaceutical

Psychiatric

Skilled Nursing/Long Term Care

Rehabilitation (indicate level, if
applicable) Level

Respiratory Care

Social Services

Surgical Services

OXX| 0O00XKOXKODOOOOOOKKOOXKXOXOON OOoomomo

OXX| 0O00KOXKDOOOOOOO0OXKKOOXNXOXOON OOoomomo;

Source: Applicant
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Section 3
Project Description

1. Provide a detailed description of the proposed project. If it is a phased project,
describe each phase separately. For existing facilities, this should include a
discussion of existing services and how these would or would not change as a
result of the project.

This application proposes the replacement of the current hospital. Quincy Valley is a 10-
bed critical access hospital (CAH) located in Quincy, in the Southwestern most portion of
Grant County. The District was formed in 1950, and the Hospital opened in 1959. While
minor additions and remodels have occurred over the years, Quincy Valley still operates in
the original more than 60-year-old hospital.

Study and analysis that began in about 2019 confirmed that the current hospital building
had reached the end of its useful life, and that structural, electrical, mechanical, and
plumbing systems and other infrastructure are outdated. Studies also concluded that due to
age, continued code compliance into the future and the ability to provide efficient care will
become more challenging. In response to the findings, and in partnership with the Port of
Quincy, the District began exploring the feasibility of a replacement hospital.

Located in a very young, diverse, and rapidly growing community, in the Spring of 2022,
the publicly elected board of commissioners voted to place a bond issue on the ballot
asking District residents to fund 100% of the cost of the replacement hospital. While the
replacement hospital will not increase in number of beds, it will provide much needed
expansion space for existing essential services such as the emergency department,
surgical services and imaging. The measure passed by a margin exceeding 64%.

This CN application seeks approval for the project approved by the voters. The cost is
estimated to be $52 million, and will be completed in a single phase.

Key elements of the replacement project include:

*  Quincy Valley remains a CAH, but licensed beds will decrease from 10 to 8. There
will be no change in Medicare or Medicaid provider numbers.

= No addition of tertiary or other CN reviewable services.

=  The existing hospital will close and will likely be demolished once the
replacement hospital opens.

Construction of the new hospital is estimated to begin by September 2023. Construction is
expected to take approximately 16 months and anticipated opening is expected in March of
2025.
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2. Ifyour project involves the addition or expansion of a tertiary service, confirm
you included the applicable addendum for that service. Tertiary services are
outlined under WAC 246-310-020(1)(d)(i).

This project does not involve the addition of any new tertiary service.
3. Provide a breakdown of the beds, by type, before and after the project. If the
project will be phased, include columns detailing each phase.
Quincy Valley is licensed for 10 beds; all of which are currently set up and available. The

new replacement hospital will be built to include 8 beds. All of the beds are currently and
will continue to be general medical beds.

4. Indicate if any of the beds listed above are not currently set-up, as well as the
reason the beds are not set up.
All 10 beds are currently set up and available should they be needed.
5. With the understanding that the review of a Certificate of Need application
typically takes six to nine months, provide an estimated timeline for project
implementation, below. For phased projects, adjust the table to include each

phase.

The requested information is in Table 1.

Table 1
Proposed Timeline for Replacement Hospital

Event Anticipated

Month/Year
Anticipated CN August 2023
Design Complete August 2023
Construction Commenced September 2023
Construction Completed January 2025
Facility Prepared for Survey February 2025
Facility Licensed - Project Complete WAC 246-310-010(47) March 2025

Source: Applicant
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6. Provide a general description of the types of patients to be served as a result
of this project.

In addition to a 24/7 Emergency Department, primary care and outpatient services, Quincy
Valley provides general medical inpatient care. The most common reasons for
hospitalization at Quincy Valley include general medical and gastroenterology conditions
such as nutritional and metabolic disorders, disorders of the pancreas, esophagitis,
respiratory infections, pneumonia, septicemia and kidney and urinary tract infections.

5. Provide a copy of the letter of intent that was already submitted according to
WAC 246-310-080.
A copy of the letter of intent is included as Exhibit 2.
6. Provide single-line drawings (to scale) of the facility, both before and after
project completion. For additions or changes to existing hospitals, only

provide drawings of those floor(s) affected by this project.

Single line drawings of the replacement hospital are included as Exhibit 3.

7. Provide the gross square footage of the hospital, with and without the project.
Quincy Valley’s current gross square feet is about 35,000.

The gross square footage of the replacement hospital is estimated at about 49,500.

8. If this project involves construction of 12,000 square feet or more, or
construction associated with parking for 40 or more vehicles, submit a copy of
either an Environmental Impact Statement or a Declaration of Non-
Significance from the appropriate governmental authority. [WAC 246-03-
030(4)]

This project involves the construction of more than 12,000 square feet and will require a
SEPA/DNS. Quincy Valley expects to begin the SEPA application process shortly and

expects to have all appropriate permits and declarations by August of 2023.

We understand that the Program will issue an “intent to issue” a CN until such time as the
SEPA requirements are met.
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9. Ifyour project includes construction, indicate if you’'ve consulted with
Construction Review Services (CRS) and provide your CRS project number.
The Certificate of Need program highly recommends that applicants consult
with the office of Construction Review Services (CRS) early in the planning
process. CRS review is required prior to construction and licensure (WAC 246-
320-500 through WAC 246-320-600). Consultation with CRS can help an
applicant reliably predict the scope of work required for licensure and
certification. Knowing the required construction standards can help the
applicant to more accurately estimate the capital expenditure associated with
a project. Note that WAC 246-320-505(2)(a) requires that hospital applicants
request and attend a presubmission conference for any construction projects
in excess of $250,000.

The CRS project number for the replacement hospital is 61414399.
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Section 4
Need (WAC 246-310-210)

1. Listall other acute care hospitals currently licensed under RCW 70.41 and
operating in the hospital planning area affected by this project. If a new
hospital is approved, but is not yet licensed, identify the facility.

Quincy Valley is physically located in the Grant County Hospital Planning Area. There are
three other hospitals in the planning area, including:

= Samaritan Healthcare, Moses Lake (travel time is 42 minutes from Quincy to
Samaritan)

= (Columbia Basin Hospital, Ephrata (travel time is 24 minutes from Quincy Valley to
Columbia Basin)

= (Coulee Community Hospital, Grant Coulee (travel time is 1 hour 25 minutes from
Quincy Valley to Coulee Community)

Like Quincy Valley, both Columbia Basin Hospital and Coulee Community Hospital are
critical access hospitals. Samaritan Hospital, a sole community hospital, has CN approval to
replace itself at a new location, but there is no increase in beds proposed as part of their
project.

2. For projects proposing to add acute care beds, provide a numeric need
methodology that demonstrates need in this planning area. The numeric need
methodology steps can be found in the Washington State Health Plan (sunset
in 1989).

Quincy Valley is not proposing to add beds. This question is not applicable.
3. For existing facilities proposing to expand, identify the type of beds that will
expand with this project.
Quincy Valley is not proposing to expand beds as part of the replacement project.
4. For existing facilities, provide the facility’s historical utilization for the last
three full calendar years. The first table should only include the type(s) of
beds that will increase with the project, the second table should include the

entire hospital.

There is no increase in beds and change in the type of beds that will be offered. As such, the
two tables are identical; and the information is provided below (Table 2).
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Table 2
Patient Days and Discharges, CY 2019-2022

Project-Specific Only 2019 2020 2021 2022

Licensed beds 10 10 10 10
Available beds 10 10 10 10
Discharges 19 11 33 32
Patient days 39 24 94 93
% Occupancy 1.1% 0.7% 2.6% 2.5%

Source: Applicant, discharges and days from WA State Inpatient Database for 2019-2020

internal data.

. 2021 and 2022 is

5. Provide projected utilization of the proposed facility for the first seven full
years of operation if this project proposes an expansion to an existing
hospital. Provide projected utilization for the first ten full years if this project
proposes new facility. For existing facilities, also provide the information for
intervening years between historical and projected. The first table should only
include the type(s) of beds that will increase with the project, the second table
should include the entire hospital. Include all assumptions used to make these

projections.

Table includes the intervening years of 2023-2025 and Table 4 shows the first ten years of
the replacement hospital. As shown in Table 4, and in an effort to be conservative, Quincy
Valley has held patient days and discharges flat at actual 2022 levels.

Table 3
Patient Days and Discharges, CY2023-CY2025
Intervening Years
CY2023 CY2024 CY 2025
Patient Discharges 33 33 33
Patient Days 92 92 92
Source: Applicant
Table 4
Patient Days and Discharges, CY2026-CY2035
Post-Replacement Years
CY26 | CY27 | CY28 | CY29 | CY30 | CY31 | CY32 | CY33 | CY34 | CY35
Patient 33 33 33 33 33 33 33 33 33 33
Discharges
Patient 92 92 92 92 92 92 92 92 92 92
Days

Source: Applicant
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6. For existing facilities, provide patient origin zip code data for the most recent
full calendar year of operation.

The requested information is included in Exhibit 4.

7. Identify any factors in the planning area that currently restrict patient access
to the proposed services.

Quincy Valley is located in a low-income Health Professional Shortage Area for primary
care, as designated by the Federal Government’s Bureau of Health Workforce. In addition,
data from the U.S. Census Bureau’s American Community Survey demonstrates that the
percentage of families living below the federal poverty level in the District (12.4%)

exceed those of the County (9.4%) and the State (6.5%). Poverty too often restricts a
person or family’s ability to travel for health care. Transportation barriers lead to
rescheduled or missed appointments, delayed care, and missed or delayed medication use.
Having a full range of quality, accessible health care locally, including a state-of-the art
critical access hospital is important for our growing community.

8. Identify how this project will be available and accessible to underserved
groups.
Quincy Valley’s services are made available to all persons regardless of race, color, creed,

sex, national origin, income, or disability. Copies of Quincy Valley’s patient’s rights, non-
discrimination and charity care policies are included as in Exhibit 5.

9. If this project proposes either a partial or full relocation of an existing facility,
provide a detailed discussion of the limitations of the current location.
This project proposes a replacement, but not a relocation. The new hospital will be located
on the current campus.
10.If this project proposes either a partial or full relocation of an existing facility,

provide a detailed discussion of the benefits associated with relocation.

This question proposes a replacement, but not a relocation. The new hospital will be
located on the current campus.
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11. Provide a copy of the following policies:
= Admissions policy
= Charity care or financial assistance policy
= Patient rights and responsibilities policy
= Non-discrimination policy
= End of life policy
= Reproductive health policy
= Any other policies directly associated with patient access.

All requested policies are included in Exhibit 5.

Page 14



Section 5
Financial Feasibility (WAC 246-310-220)

1. Provide documentation that demonstrates the immediate and long-range
capital and operating costs of the project can be met. This should include but
is not limited to:

= Utilization projections. These should be consistent with the projections
provided under the Need section. Include all assumptions.

= A current balance sheet at the facility level.

= Pro forma balance sheets at the facility level throughout the projection
period.

* Pro forma revenue and expense projections for at least the first three
full calendar years following completion of the project. Include all
assumptions.

= For existing facilities, provide historical revenue and expense
statements, including the current year. Ensure these are in the same
format as the pro forma projections. For incomplete years, identify
whether the data is annualized.

The requested data is included in Exhibit 6. For the assumptions, and in an effort to be
conservative, Quincy Valley held discharges, patient days, staffing, operating costs and
operating revenues, for all payers except Medicare flat (2022 actual). Medicare reimburses
CAH’s based on allowable costs, and because depreciation increases, Medicare payments
were increased based on cost report treatment.

While District property owners are responsible for the debt, we accounted for both the
interest income and interest expense in the pro forma. The only incremental expense is
depreciation, a non-cash expense.

2. Identify the hospital’s fiscal year.
Quincy Valley is a calendar year hospital.
3. Provide the following agreements/contracts:
= Management agreement
= Operating agreement
= Development agreement

= Joint Venture agreement

There are no agreements.



4. Provide documentation of site control. This could include either a deed to the
site or a lease agreement for the site. If a lease agreement is provided, the
terms must be for at least five years with options to renew for a total of 20
years.

Quincy Valley’s property is owned by Grant County Public Hospital District No 2. Included
in Exhibit 7 is documentation from Grant County demonstrating the District’s ownership of
the site.

5. County assessor information and zoning information for the site. If zoning
information for the site is unclear, provide documentation or letter from the
municipal authorities showing the proposed project is allowable at the
identified site. If the site must undergo rezoning or other review prior to being
appropriate for the proposed project, identify the current status of the
process.

The hospital campus is zoned RMD (Residential, Medium Density). The hospital is a
permitted use under this zoning.

6. Complete the table on the following page with the estimated capital
expenditure associated with this project. If you include other line items not
listed below, include the definition of the line item. Include all assumptions
used to create the capital expenditure estimate.

The capital expenditure is in included in Table 5 below.



Table 3

Total Estimated Capital Expenditure

Item

Cost

a. Land Purchase

b. Utilities to Lot Line

c. Land Improvements

$100,000

d. Building Purchase

e. Residual Value of Replaced Facility

f. Building Construction

$35,649,361

g. Fixed Equipment (not already included in the
construction contract)

h. Movable Equipment

$5,816,590

i. Architect and Engineering Fees

$3,280,695

j. Consulting Fees

$1,707,626

k. Site Preparation

1. Supervision and Inspection of Site

m. Any Costs Associated with Securing the Sources of
Financing (include interim interest during
construction)

1. Land

2. Building

3. Equipment

4, Other

n. Washington Sales Tax (Construction and Equipment
Costs)

$3,563,489

0. Other Project Costs

Site Survey and Studies

$80,000

Fees to State and Local Agencies

$329,454

Artwork

$130,000

IT

$1,671,230

Signage

$150,000

Legal Fees

$40,000

Total Estimated Capital Expenditure

$52,518,445

Source: Applicant




7. Identify the entity responsible for the estimated capital costs. If more than one
entity is responsible, provide breakdown of percentages and amounts for all.

The project’s construction costs were developed by Cumming Corporation. The equipment
costs by SourceBlue, and the remaining costs by the HealthCare Collaborative Group, Inc.

8. Identify the start-up costs for this project. Include the assumptions used to
develop these costs. Start-up costs should include any non-capital expenditure
expenses incurred prior to the facility opening or initiating the proposed
service.

The hospital is already operational. No start-up period is anticipated.

9. Identify the entity responsible for the start-up costs. If more than one entity is
responsible, provide a breakdown of percentages and amounts for all.

There is no start up period. This question is not applicable.

10.Provide a non-binding contractor’s estimate for the construction costs for the
project.

The non-binding contractor’s estimate is included as Exhibit 8.

11.Provide a detailed narrative supporting that the costs of the project, including
any construction costs, will probably not result in an unreasonable impact on
the costs and charges for health services in the planning area.

The replacement hospital will have only a very minor impact on costs and charges. The
debt service will be paid by District taxpayers. The incremental depreciation expense will
be borne by the hospital, and as a CAH, Medicare payments will be increased as a result of
the incremental depreciation expense. While not quantified in the proforma, Quincy Valley
expects efficiencies from operating a new state of the art hospital designed for 21st century
care delivery and with HVAC and other systems designed for ultimate efficiencies.



12.Provide the projected payer mix for the hospital by revenue and by
patients using the example table below. Medicare and Medicaid managed
care plans should be included within the Medicare and Medicaid lines,
respectively. If “other” is a category, define what is included in “other.”

Quincy Valley has not assumed that our inpatient payer mix will change as a result of the
replacement hospital. Table 6 details the current and proposed payer mix based on gross
revenue.

Table 6
Quincy Valley Current and Proposed Payer Mix - Gross Revenue-
. Percentage by Percentage by
Payer Mix Revenue Patient.
Medicare 28.6%
Medicaid 21.0%
Commercial 42.7%
Self-Pay 7.8%
Other 0.0%
Total 100.0% 100.0%

Source: Applicant

13.1f this project proposes the addition of beds to an existing facility, provide the
historical payer mix by revenue and patients for the existing facility. The table
format should be consistent with the table shown above.

This question is not applicable.
14.Provide a listing of all new equipment proposed for this project. The list
should include estimated costs for the equipment. If no new equipment is

required, explain.

A listing of the equipment is provided in Exhibit 9.




15.Identify the source(s) of financing and start-up costs (loan, grant, gifts, etc.)
and provide supporting documentation from the source. Examples of
supporting documentation include: a letter from the applicant’s CFO
committing to pay for the project or draft terms from a financial institution.

If this project will be debt financed through a financial institution, provide
arepayment schedule showing interest and principal amount for each year
over which the debt will be amortized.

100% of the project costs are being funded by bonds issued after the District’s
Commissioners elected to put forth a ballot measure in August of 2022 to ask the voters to

fund the replacement.

16.Provide the most recent audited financial statements for:
= The applicant, and
= Any parent entity.

The requested information is included in Appendix 1.



Section 6
Structure and Process of Care (WAC 246-310-230)

1. Identify all licensed healthcare facilities owned, operated, or managed by the
applicant. This should include all facilities in Washington State as well as any
out-of-state facilities. Include applicable license and certification numbers.

There are no other licensed healthcare facilities owned, operated or managed by the
District or by Quincy Valley.

2. Provide a table that shows full time equivalents (FTEs) by type (e.g.,
physicians, management, technicians, RNs, nursing assistants, etc.) for the
facility. If the facility is currently in operation, include at least the most recent
full year of operation, the current year, and projections through the first three
full years of operation following project completion. There should be no gaps.

All FTE types should be defined.

The requested information is included in

Table 7 and 8.
Table 7
Historical, Current, and Intervening Year Staffing FTEs and Type by Year, 2022-2025
2022
Actual CY23 CY24 CY25

Management Total 4.7 4.7 4.7 4.7
Non-Physician Providers 1.25 1.25 1.25 1.25
Registered Nurses 13.7 13.7 13.7 13.7
Nursing Assistants/M.A. 8.65 8.65 8.65 8.65
Other Staff Total
Bus.Off; Med Rec; Acct Payable .55 9.55 .55 9.55
Pharmacist Contract Contract Contract Contract
Dietician Ind. Ind. Ind. Ind.

Contractor Contractor | Contractor Contractor
Social Work N/A N/A N/A N/At
Imaging Services Tech 3.1 3.1 3.1 3.1
Lab Services Tech 4.4 4.4 4.4 4.4
Tech Other
Environmental Services 6.2 6.2 6.2 6.2
Food Service 1.1 1.1 1.1 1.1
Non-Tech Other 3.5 3.5 3.5 3.5
Total 56.15 56.15 56.15 56.15

Source: Applicant




Projected Staffing FTEs and Ty

Table 8

e by Year, Post Replacement, 2026-2025

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Management Total 4.7 4.7 4.7 4.7 4.7 4.7 4.7 4.7 4.7 4.7
Non-Physician 125 | 125| 125| 125 1.25 125| 125| 125| 125| 125
Providers
Registered Nurses 13.7 13.7 13.7 13.7 13.7 13.7 13.7 13.7 13.7 13.7
Nursing
Assistants/M.A. 8.65 8.65 8.65 8.65 8.65 8.65 8.65 8.65 8.65 8.65
Other Staff Total
Bus.Off; Med Rec; 9.55 9.55 9.55 9.55 9.55 9.55 9.55 9.55 9.55 9.55
Acct Payable
Pharmacist Contract
Dietician Ind. Contractor
Social Work N/A N/A N/A N/At N/A N/A N/A N/A N/A N/A
Imaging Services Tech 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1
Lab Services Tech 4.4 4.4 4.4 4.4 4.4 4.4 4.4 4.4 4.4 4.4
Tech Other
Environmental 6.2 6.2 6.2 6.2 6.2 6.2 6.2 6.2 6.2 6.2
Services
Food Service 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1
Non-Tech Other 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5
Total 56.15 56.15 | 56.15 | 56.15 56.15 56.15| 56.15| 56.15| 56.15 | 56.15

Source: Applicant

3. Provide the basis for the assumptions used to project the number and types of

FTEs identified for this project.

The staffing is based on current staff to patient ratios for the hospital. No changes are

assumed.

4. Identify key staff (e.g., chief of medicine, nurse manager, clinical director, etc.)
by name and professional license number, if known.




Table 9 identifies the key staff for Quincy Valley’s hospital services.



Table 9

Key Acute Care Staff
Name Title Professional
License Number
Fernando Dietsch, MD Medical Director MDO00041643
Jonathan Crosier, MD Chief of Staff MD00047202
Marissa Villela, RN Chief Nursing Officer RN60088421

Source: Applicant

5. Describe your methods for staff recruitment and retention. If any barriers
to staff recruitment exist in the planning area, provide a detailed
description of your plan to staff this project.

As noted in Table 8, Quincy Valley is assuming no increase in staffing over the life of the CN
pro forma. Despite this, in this challenging workforce environment, we are aware that we
will need to recruit for retirements and staff turnovers. The opportunity to work in a new
hospital is a known attractor of staff. Further, Quincy Valley has close working
relationships with several local and regional technical colleges and community colleges,
and we encourage and support local residents and current employees to develop training
and participate in career ladders.

Finally, Quincy Valley offers a generous benefit package for both full and part time

employees that includes Medical, Dental, Paid Time Off/Extended Illness/Injury Time,
Employee Assistance Plans, and a Tuition Reimbursement Program, among other benefits.

6. For new facilities, provide a listing of ancillary and support services that
will be established.
This question is not applicable.
7. For existing facilities, provide a listing of ancillary and support services
already in place.

The existing ancillary and support services, and a confirmation as to whether they are
provided in house or under agreement, are detailed in Table 10.



Table 10

Ancillary and Support Services

Services Provided In House or Under Agreement

Linen service In house

Lab & Pathology Lab licensed under hospital; send-outs
under agreement; Pathology under
agreement

Biomedical Agreement

Biomedical waste Agreement

PT Agreement

Dietary In house

Imaging Inhouse. Radiologists under agreement

Health Information Management In house

Biomedical /Clinical Engineering Agreement

Quality Management In house

Customer Service/Support In house

Medical Staff Services In house

Facilities/Environment of Care including In house

janitorial services

Utilization Review In house

Supply Chain In house

Pharmacy Agreement

Interpretation Services In house

Blood Products and Services Agreement

Source: Applicant

8. Identify whether any of the existing ancillary or support agreements are
expected to change as a result of this project.

No existing ancillary or support agreements are expected to change as a result of this

project.




9. If the facility is currently operating, provide a listing of healthcare facilities
with which the facility has working relationships.

This project proposes to replace an existing hospital. The project does not propose any new
services or beds. Quincy Valley currently does and will continue to work closely with other
providers throughout the region that support our residents.

Quincy Valley is a founding member of the Grand Columbia Health Alliance (GHCA), the
purpose of which is to develop shared services, create operating efficiencies and reduce
unnecessary outmigration for health care. Other members of the GCHA include each of the
other hospitals in Grant County, the two hospitals in adjacent Adams County (Othello
Community and East Adams Healthcare) and Odessa Healthcare in adjacent Lincoln County.
In addition, Quincy Valley works closely with local EMS, the local FQHC and post-acute
providers, as well as tertiary care centers with whom Quincy Valley has transfer
agreements to ensure that timely and seamless patient transitions continue to occur. No
changes to these working relationships are proposed with the replacement hospital.

10.1dentify whether any of the existing working relationships with healthcare
facilities listed above would change as a result of this project.

No existing working relationships are expected to change as a result of this project.

11.For a new facility, provide a listing of healthcare facilities with which the
facility would establish working relationships.

This question is not applicable.

12.Provide an explanation of how the proposed project will promote continuity
in the provision of health care services in the planning area, and not result in
an unwarranted fragmentation of services.

This project proposes a replacement hospital. It is not proposing any new services or beds.
As documented above, Quincy Valley does, and will continue to work closely with other
providers throughout our service area and County to ensure that timely and seamless
patient transitions continue to occur. No changes to these working relationships are
proposed with the replacement hospital.



13.Provide an explanation of how the proposed project will have an appropriate
relationship to the service area's existing health care system as required in
WAC 246-310-230(4).

Quincy Valley values its partnership with other local and regional health care providers. As
noted earlier we work with other hospitals, primary care providers, EMS, and post-acute
providers to assure warm handoffs. We also have relationships for the transfer and referral
of patients that cannot be cared for at Quincy Valley or Samaritan. The replacement
hospital will benefit the community by its up-to-date systems and efficiencies inherent in
the design and construction.

14.1dentify whether any facility or practitioner associated with this application
has a history of the actions listed below. If so, provide evidence that the
proposed or existing facility can and will be operated in a manner that
ensures safe and adequate care to the public and conforms to applicable
federal and state requirements.
a. A criminal conviction which is reasonably related to the applicant's
competency to exercise responsibility for the ownership or operation of
a health care facility; or
b. Arevocation of a license to operate a healthcare facility; or
c. Arevocation of a license to practice as a health profession; or
d. Decertification as a provider of services in the Medicare or Medicaid
program because of failure to comply with applicable federal
conditions of participation.

No facility or practitioner associated with Quincy Valley has any history with respect to the
above.



Section 7
Cost Containment (WAC 246-310-240)

1. Identify all alternatives considered prior to submitting this project. Ata
minimum include a brief discussion of this project versus no project.

The architectural and engineering studies and analysis cited earlier in the application
demonstrated that the existing 60+ year old building was at the end of useful life, not
designed for 21st century (and post-COVID care); and as a result, was inefficient to operate
and to provide care within. Several options were considered, which included remodeling,
replacement on site, or replacement at a new location.

The option of no project was ruled out quickly for the reasons noted above.

2. Provide a comparison of this project with alternatives rejected by the
applicant. Include the rationale for considering this project to be superior to
the rejected alternatives. Factors to consider can include but are not limited
to patient access to healthcare services, capital cost, legal restrictions, staffing
impacts, quality of care, and cost or operation efficiency.

There were two factors that led to the replacement. First, District voters approved a
measure placed on the ballot in 2022, which means that taxpayers, and not the Hospital are
funding the debt associated with the replacement. This vote assured continued (and
improved) access to care, and a more efficient and more up to date patient care
environment that more easily supports quality and operational efficiency.

In addition, and early in the process, the site analysis found that there was sufficient
property to replace on site, and not disrupt operations during the process. As the District
already owned the land, the cost savings of not having to purchase a new parcel was seen
as beneficial.

3. Ifthe project involves construction, provide information that supports
conformance with WAC 246-310-240(2):
» The costs, scope, and methods of construction and energy conservation
are reasonable; and
= The project will not have an unreasonable impact on the costs and
charges to the public of providing health services by other persons.

The project involves a100% replacement of the existing hospital. The replacement facility

has been designed to be well below Washington State’s energy use thresholds. The
replacement hospital will be almost an entirely electric hospital which means that there
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will be low energy costs as the cost of electricity in Quincy is the lowest cost energy source;
and it reduces Quincy Valley’s carbon footprint.

The facility will be two-story with inpatient care on the 21d floor. This will provide a more
healing care environment for patients as it will be quieter than the current hospital. The
inpatient unit in the existing hospital is located adjacent to the emergency department. The
existing building is also very dark, while the replacement hospital includes lots of natural
light (which also has a healing benefit). Lastly, Quincy has already retained a general
contractor to provide input during the final design phase. This is much more efficient and
cost effective than retaining the contractor after the design has been completed.

As noted previously, 100% of the capital costs are borne by District taxpayers. Further,
Quincy Valley’s rates and charges are not determined by capital expenditures. There will be
no unreasonable impact.

4. ldentify any aspects of the project that will involve appropriate improvements
or innovations in the financing and delivery of health services which foster
cost containment, and which promote quality assurance and cost
effectiveness.

Cost-efficiency will be realized when Quincy Valley begins operating in a new, right-sized
and efficient building. This is an improvement in delivery.
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Exhibit 9
Equipment List





















QUINCY VALLEY MEDICAL CENTER

962A EQL EQUIPMENT REPORT BY DEPARTMENT
FLOOR: 1
DEPARTMENT: CLINIC
ROOM NAME: PROCEDURE
ROOM NUMBER:  Z000
LINE ID# QTY GENERIC MANUFACTURER RESP STATUS PRICE EXTENSION
1 101021 1 CHAIR/TABLE, EXAM/TREATMENT MIDMARK CORPORATION OF/VI NEW $12,396.00 $12,396.00
EOQ#. CHTO1 POWER TABLE;18"LOW SEAT;650LB CAP;WIRELESS 630-011/ACC GROUP: 3 | MINOR MOVABLE
LOCKING CASTERS;ADJ. HEADREST;ADJ. HEIGHT,BACK, HUMANFORM
(WXDXH) IN: 28.00 X 72.00 X 40.00 LBS: 550.00
MM: 711 X 1829 X 1016 KG: 250
LOCATION: FLOOR
VOLTS: 230V HERTZ: 60HZ AMPS: 6A
2 065019 1 C-LOCKER HERMAN MILLER OF/QlI NEW $2,868.00 $2,868.00
EO#: CLKO1 LOCKER WITH TAMBOUR DOOR; W/O MOUNTING RAIL CO564FF/ACC GROUP: 3 | MINOR MOVABLE
TO CONSIST OF: CO-STRUC
(WXDXH) IN: 19.50 X 20.00 X 73.50 LBS: 130.00
MM: 495 X 508 X 1867 KG: 59
LOCATION: FLOOR
3 1002558 1 CART, PROCEDURE ARMSTRONG MEDICAL INDUSTRIES OF/VI NEW $2,559.63 $2,559.63
EO#: CRPO1 24" 5 DRAWER PROCEDURE CART, AUTO-LOCKING PEL-B-24 GROUP: 3 | MINOR MOVABLE
TO INCLUDE: PEL-B-24
(WXDXH) IN: 34.45 X 25.20 X 39.55 LBS: 88.00
MM: 875 X 640 X 1005 KG: 40
LOCATION: FLOOR
4 066112 1 DISPENSER, GLOVE MEDLINE INDUSTRIES, INC. OF/CI NEW $15.00 $15.00
EO#: GLV01 WHITE-COATED WIRE;TRIPLE; SOLD 10/CASE GROUP: 1 | FIXED
MDS193094
(WXDXH) IN: 11.00 X 4.00 X 14.00 LBS: 2.00
MM: 279 X 102 X 356 KG: 1
LOCATION: WALL
5 069809 1 DIAGNOSTIC SET WELCH ALLYN, INC. OF/CI NEW $1,755.00 $1,755.00
EO#: DIAO1 GREEN TECHNOLOGY;WALLBOARD;OPHTH/QOTO;SPHYG;TEMP 77791-2MPX GROUP: 2 | MAJOR MOVABLE
UNIT INCLUDES GS 777 SERIES
(WXDXH) IN: 34.00 X 6.00 X 12.00 LBS: 25.00
MM: 864 X 152 X 305 KG: 11
LOCATION: WALL
VOLTS: 100-240 HERTZ:50-60 AMPS: .18
Confidential 2/17/2023
Information Page 7 of 107
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INDEPENDENT AUDITORS’ REPORT

Board of Commissioners
Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Quincy, Washington

Report on the Financial Statements
Opinion

We have audited the accompanying financial statements of Grant County Public Hospital District No. 2
doing business as Quincy Valley Medical Center (the District) as of and for the years ended December 31,
2021 and 2020, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the District as of December 31, 2021 and 2020, and the changes in its financial
position and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the District, and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audits. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the District’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

12015 East Main Avenue | Spokane Valley, WA 99206 | 509.242.0874 | www.dzacpa.com



Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control. Accordingly, no such opinion is
expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the District’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Management has not presented the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing
information.



Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 15,
2022, on our consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters
for the year ended December 31, 2021. We issued a similar report for the year ended December 31, 2020,
dated May 17, 2021, which has not been included with the 2021 financial and compliance report. The
purpose of those reports is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the District’s internal control over financial reporting or on compliance. Those reports are an integral
part of an audit performed in accordance with Government Auditing Standards in considering the
District’s internal control over financial reporting and compliance.

Dingus, Banecor & ssociatee PLLL

Spokane Valley, Washington
August 15, 2022



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Statements of Net Position
December 31, 2021 and 2020

ASSETS 2021 2020
Current assets
Cash and cash equivalents 4,194,146 3,395,988
Receivables:
Patient accounts 1,563,948 922,278
Taxes 28,088 31,765
Estimated third-party payor settlements 225,517 512,843
Inventories 118,323 121,005
Prepaid expenses 50,982 31,767
Total current assets 6,181,004 5,015,646
Noncurrent assets
Cash and cash equivalents limited as to use 58,068 54,806
Capital assets, net of accumulated depreciation 1,257,869 1,143,495
Total noncurrent assets 1,315,937 1,198,301
Total assets 7,496,941 6,213,947

See accompanying notes to basic financial statements.



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center

Statements of Net Position (Continued)
December 31, 2021 and 2020

LIABILITIES AND NET POSITION 2021 2020
Current liabilities
Accounts payable 417,311 $ 247,613
Registered warrants payable - 2,303,750
Accrued compensation and related liabilities 107,545 101,629
Accrued vacation 135,933 149,918
Unearned CARES Act Provider Relief Fund 342,565 3,249,078
Current maturities of long-term debt 104,527 123,977
Current maturities of capital lease obligations 40,231 38,992
Total current liabilities 1,148,112 6,214,957
Noncurrent liabilities
Paycheck Protection Program loan - 754,274
Long-term debt, less current maturities 1,172,744 1,282,456
Capital lease obligations, less current maturities 69,066 109,297
Total noncurrent liabilities 1,241,810 2,146,027
Total liabilities 2,389,922 8,360,984
Net position
Invested in capital assets, net of related debt (128,699) (411,227)
Unrestricted 5,235,718 (1,735,810)
Total net position 5,107,019 (2,147,037)
Total liabilities and net position 7,496,941 § 6,213,947

See accompanying notes to basic financial statements.



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Statements of Revenues, Expenses, and Changes in Net Position
Years Ended December 31, 2021 and 2020

2021 2020
Operating revenues
Net patient service revenue $ 9,707,126 $ 7,926,028
Grants 107,914 86,082
Other 92,772 53,489
Total operating revenues 9,907,812 8,065,599
Operating expenses
Salaries and wages 3,370,535 3,508,162
Employee benefits 724,308 703,912
Supplies 1,435,920 1,041,607
Professional fees 1,423,882 1,397,689
Purchased services 1,448,012 891,675
Utilities 113,188 116,301
Repairs and maintenance 154,979 155,619
Rentals and leases 255,607 247,898
Depreciation and amortization 251,815 267,687
Insurance 64,457 65,050
Other 154,486 79,167
Total operating expenses 9,397,189 8,474,767
Operating income (loss) 510,623 (409,168)
Nonoperating revenues (expenses)
Taxation for operations 2,470,460 1,593,699
Other income 15,840 4,352
Interest expense (117,023) (189,711)
CARES Act Provider Relief Fund 3,262,198 50,000
COVID-19 grants 352,684 353,136
Donations 5,000 -
Total nonoperating revenues, net 5,989,159 1,811,476
Excess of revenues over expenses before gain on forgiveness of
Paycheck Protection Program loan 6,499,782 1,402,308
Gain on forgiveness of Paycheck Protection Program loan 754,274 -
Change in net position 7,254,056 1,402,308
Net position, beginning of year (2,147,037) (3,549,345)
Net position, end of year $ 5,107,019 $ (2,147,037)

See accompanying notes to basic financial statements.



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Statements of Cash Flows
Years Ended December 31, 2021 and 2020

2021 2020
Increase (Decrease) in Cash and Cash Equivalents
Cash flows from operating activities
Receipts from and on behalf of patients $ 9,352,782 $ 7,015,704
Receipts from grants 107,914 86,082
Other receipts 92,772 53,489
Payments to employees (4,102,912) (4,312,214)
Payments to suppliers and contractors (4,897,366) (4,054,290)
Net cash provided by (used in) operating activities 553,190 (1,211,229)
Cash flows from noncapital financing activities
Taxation for maintenance and operations 2,474,137 1,595,517
Interest paid on outstanding registered warrants (51,477) (94,244)
Noncapital contributions 5,000 -
Payments of registered warrants payable (2,303,750) (1,210,496)
Receipt of CARES Act Provider Relief Fund 355,685 3,299,078
Receipt of Paycheck Protection Program loan - 754,274
Receipt of COVID-19 grants 352,684 353,136
Net cash provided by noncapital financing activities 832,279 4,697,265
Cash flows from capital and related financing activities
Principal paid on long-term debt and capital lease obligations (168,154) (161,319)
Interest paid on long-term debt and capital lease obligations (65,546) (95,467)
Purchase of capital assets (366,189) (16,058)
Net cash used in capital and related financing activities (599,889) (272,844)
Cash flows from investing activities, interest received 15,840 4,352
Net increase in cash and cash equivalents 801,420 3,217,544
Cash and cash equivalents, beginning of year 3,450,794 233,250
Cash and cash equivalents, end of year S 4,252,214 $ 3,450,794

See accompanying notes to basic financial statements.



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Statements of Cash Flows (Continued)
Years Ended December 31, 2021 and 2020

2021 2020
Reconciliation of Cash and Cash Equivalents to the
Statements of Net Position
Cash and cash equivalents $ 4,194,146 $ 3,395,988
Cash and cash equivalents limited as to use 58,068 54,806
Total cash and cash equivalents $ 4,252,214 $ 3,450,794
Reconciliation of Operating Income (Loss) to Net Cash
Provided by (Used in) Operating Activities
Operating income (loss) $ 510,623 $ (409,168)
Adjustments to reconcile operating income (loss) to
net cash provided by (used in) operating activities
Depreciation and amortization 251,815 267,687
Provision for bad debts 1,028,433 801,009
(Increase) decrease in assets:
Receivables:
Patient accounts receivable, net (1,670,103) (999,077)
Estimated third-party payor settlements 287,326 (407,431)
Inventories 2,682 (6,620)
Prepaid expenses (19,215) (4,673)
Increase (decrease) in liabilities:
Accounts payable 169,698 (47,991)
Estimated third-party payor settlements - (304,825)
Accrued compensation and related liabilities 5,916 (116,407)
Accrued vacation (13,985) 16,267
Net cash provided by (used in) operating activities $ 553,190 $ (1,211,229)

Noncash capital financing activities

During the year ended December 31, 2020, the District entered into a capital lease obligation in the
amount of $18,770 to finance the purchase of a John Deere tractor.

During the year ended December 31, 2020, the District entered into a capital lease obligation in the
amount of $40,673 to finance the purchase of an AC evaporator and condensing system.

See accompanying notes to basic financial statements.



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements
Years Ended December 31, 2021 and 2020

1. Reporting Entity and Summary of Significant Accounting Policies:

a.

Reporting Entity

Grant County Public Hospital District No. 2 doing business as Quincy Valley Medical Center
(the District) owns and operates Quincy Valley Hospital, a 10-bed acute care facility, and
Quincy Valley Medical Center, a Medicare certified rural health clinic. The District provides
healthcare services to patients in Quincy, Washington, and the surrounding area. Services
provided by the District include an acute care hospital, emergency room, physician’s clinic,
and other related ancillary procedures (laboratory, imaging, therapy, etc.) associated with
those services.

Summary of Significant Accounting Policies

Use of estimates — The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Enterprise fund accounting — The District’s accounting policies conform to accounting
principles generally accepted in the United States of America as applicable to proprietary
funds of governments. The District uses enterprise fund accounting. Revenues and expenses
are recognized on the accrual basis using the economic resources measurement focus.

Cash and cash equivalents — Electronic funds transfer (EFT) cash receipts are deposited to
the District’s depository account at a bank. Periodically, such cash is transferred to the Grant
County Treasurer (the Treasurer), who acts as the District Treasurer. Non-EFT cash receipts
are deposited directly to the Treasurer. Warrants are issued by the District against the cash
placed with the Treasurer. The Treasurer invests cash in interest-bearing investments at the
discretion of the District. For purposes of the statements of cash flows, the District considers
all cash and cash investments with original maturity dates of less than 90 days as cash and
cash equivalents.

Inventories — Inventories are stated at cost on the first-in, first-out method. Inventories consist
of pharmaceutical, medical-surgical, and other supplies used in the District’s operation.

Capital assets — Capital assets are defined by the District as assets with initial individual cost
of more than $5,000. Capital assets are recorded at historical cost. Donations are recorded at
estimated fair value at the date of donation. Assets under capital lease obligations are
amortized over the shorter of the lease term or their respective estimated useful lives.
Amortization of assets subject to leases is reported with depreciation expense.

Major expenses for capital assets, including capital leases and major repairs that increase
useful lives, are capitalized. Maintenance, repairs, and minor renewals are accounted for as
expenses when incurred.



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

1. Reporting Entity and Summary of Significant Accounting Policies (continued):

b.

Summary of Significant Accounting Policies (continued)

Capital assets (continued) — All capital assets other than land and construction in progress
are depreciated by the straight-line method of depreciation using these asset lives:

Land improvements 5 to 20 years
Buildings and improvements 5 to 40 years
Equipment 3 to 20 years

Accrued vacation — The District’s policy is to permit employees to earn paid time off (PTO)
based upon years of service. The related liability is accrued during the period in which it is
earned. Depending on years of service, PTO accrues from 184 to 271 hours per year. The
District’s policy is to permit employees to carry these hours from one year to the next. On
termination of employment, an employee shall be paid all accrued, but unused hours,
provided the employee has given the notice required by personnel policies and the employee
has not been terminated for cause.

Net position — Net position of the District is classified into three components. Net position
invested in capital assets net of related debt consists of capital assets net of accumulated
depreciation and reduced by the current balances of any outstanding borrowings used to
finance the purchase or construction of those assets. Restricted net position is noncapital net
position that must be used for a particular purpose, as specified by creditors, grantors, or
contributors external to the District. Unrestricted net position is remaining net position that
does not meet the definition of invested in capital assets net of related debt or restricted. The
District did not have any restricted net position in 2021 or 2020.

Operating revenues and expenses — The District’s statements of revenues, expenses, and
changes in net position distinguish between operating and nonoperating revenues and
expenses. Operating revenues result from exchange transactions, including grants for specific
operating activities associated with providing healthcare services — the District’s principal
activity. Nonexchange revenues, including taxes and contributions received for purposes
other than capital asset acquisition, are reported as nonoperating revenues. Operating
expenses are all expenses incurred to provide healthcare services, other than financing costs.

Restricted resources — When the District has both restricted and unrestricted resources
available to finance a particular program, it is the District’s policy to use restricted resources
before unrestricted resources.

Grants and contributions — From time to time, the District receives grants from the state of
Washington and others, as well as contributions from individuals and private organizations.
Revenues from grants and contributions (including contributions of capital assets) are
recognized when all eligibility requirements are met. Grants and contributions may be
restricted for either specific operating purposes or for capital purposes. Amounts restricted to
capital acquisitions are reported after nonoperating revenues and expenses. Grants that are for
specific projects or a purpose related to the District’s operating activities are reported as
operating revenue. Grants that are used to subsidize operating deficits are reported as
nonoperating revenue. Contributions, except for capital contributions, are reported as
nonoperating revenue.
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Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

1. Reporting Entity and Summary of Significant Accounting Policies (continued):
b. Summary of Significant Accounting Policies (continued)

Subsequent events — The District has evaluated subsequent events through August 15, 2022,
the date on which the financial statements were available to be issued.

Upcoming accounting standard pronouncements — In June 2017, the Governmental
Accounting Standards Board (GASB) issued Statement No. 87, Leases, which increases the
usefulness of governments’ financial statements by requiring recognition of certain lease
assets and liabilities for leases previously classified as operating leases and recognized as
inflows of resources or outflows of resources based on the payment provisions of the
contract. It establishes a single model for lease accounting based on the foundational
principle that leases are financings of the right to use an underlying asset. Under this
statement, a lessee is required to recognize a lease liability and an intangible asset
representing the lessee’s right to use the leased asset, thereby enhancing the relevance and
consistency of information about governments’ leasing activities. The new guidance is
effective for the District’s year ending December 31, 2022, although earlier application is
encouraged. The District has not elected to implement this statement early; however,
management is still evaluating the impact, if any, of this statement in the year of adoption.

In May 2020, the GASB issued Statement No. 96, Subscription-Based Information
Technology Arrangements. The objectives of this statement are to (1) define a subscription-
based information technology arrangement (SBITA); (2) establish that a SBITA results in a
right-to-use subscription asset—an intangible asset—and a corresponding subscription
liability; (3) provide the capitalization criteria for outlays other than subscription payments,
including implementation costs of a SBITA; and (4) require note disclosures regarding a
SBITA. The new guidance is effective for the District’s year ending December 31, 2023.
Management is currently evaluating the effect this statement will have on the financial
statements and related disclosures.

2. Bank Deposits and Registered Warrants Qutstanding:

Investments — The Revised Code of Washington (RCW), Chapter 39, authorizes municipal
governments to invest their funds in a variety of investments including federal, state, and local
government certificates, notes, or bonds; the Washington State Local Government Investment
Pool; savings accounts in qualified public depositories; and certain other investments.

All cash, cash equivalents, and cash investments held by the District Treasurer are insured by the
state of Washington Public Deposit Protection Commission (PDPC), as provided by the Revised
Code of Washington, Chapter 39.58, and are entirely covered by federal depository insurance or
by collateral held in a multiple financial institution collateral pool administered by the Washington
PDPC. Qualified public depositories, including US Bank, pledge securities with this commission,
which are available to insure public deposits within the state of Washington.

The District had no investments at either December 31, 2021 or 2020.
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Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

2. Bank Deposits and Registered Warrants Outstanding (continued):

The District has the following assets limited as to use as of the following dates:

2021 2020
Internally designated by the Board for payment
of unclaimed property liability
Cash and cash equivalents $ 6,051 §$ 3,221
Internally designated by the Board for
limited tax obligation bonds:
Cash and cash equivalents 52,017 51,585
Total $ 58,068 $ 54,806

At December 31, 2020, the amount of warrants outstanding was $2,303,750, of which all were
registered warrants and bore interest of 3.5 percent.

3. Patient Accounts Receivable:

Patient accounts receivable are reduced by an allowance for uncollectible accounts. In evaluating
the collectibility of patient accounts receivable, the District analyzes its past history and identifies
trends for each of its major payor sources of revenue to estimate the appropriate allowance for
uncollectible accounts and provision for bad debts. Management regularly reviews data about
these major payor sources of revenue in evaluating the sufficiency of the allowance for
uncollectible accounts. For receivables associated with services provided to patients who have
third-party coverage, the District analyzes contractually due amounts and provides an allowance
for uncollectible accounts and a provision for bad debts, if necessary (for example, for expected
uncollectible deductibles and copayments on accounts for which the third-party payor has not yet
paid, or for payors who are known to be having financial difficulties that make the realization of
amounts due unlikely). For receivables associated with self-pay patients (which include both
patients without insurance and patients with deductible and copayment balances due for which
third-party coverage exists for part of the bill), the District records a significant provision for bad
debts in the period of service on the basis of its past experience, which indicates that many patients
are unable or unwilling to pay the portion of their bill for which they are financially responsible.
The difference between the standard rates (or the discounted rates if negotiated) and the amounts
actually collected after all reasonable collection efforts have been exhausted is charged off against
the allowance for uncollectible accounts.

The District’s allowance for uncollectible accounts for self-pay patients has increased significantly
from the prior year due to an increase in self-pay accounts receivable. The District does not
maintain a material allowance for uncollectible accounts from third-party payors, nor did it have
significant writeoffs from third-party payors.



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)

Years Ended December 31, 2021 and 2020

3.

Patient Accounts Receivable (continued):

Patient accounts receivable reported as current assets by the District consisted of the following

amounts:
2021 2020
Patients and their insurance carriers $ 3,761,155 2,552,448
Medicare 338,077 251,352
Medicaid 197,133 91,358
Total patient accounts receivable 4,296,365 2,895,158
Less allowance for uncollectible accounts 2,732,417 1,972,880
Patient accounts receivable, net $ 1,563,948 922,278
Capital Assets:
Capital asset balances and activity were as follows:
Balance Balance
December 31, December 31,
2020 Additions Retirements Transfers 2021
Capital assets not being depreciated
Land $ 444,175 $ - - $ $ 444,175
Total capital assets not being
depreciated 444175 - - 444,175
Capital assets being depreciated
Land improvements 206,539 - - 206,539
Building and improvements 5,118,492 130,402 (171,537) 5,077,357
Equipment 4,453,149 236,386 (2,794,297) 1,895,238
Total capital assets being
depreciated 9,778,180 366,788 (2,965,834) 7,179,134
Less accumulated depreciation for
Land improvements 206,539 - - 206,539
Building and improvements 4,753,418 138,305 (171,537) 4,720,186
Equipment 4,118,903 113,510 (2,793,698) 1,438,715
Total accumulated depreciation 9,078,860 251,815 (2,965,235) 6,365,440
Total capital assets being
depreciated, net 699,320 114,973 (599) 813,694
Capital assets, net $ 1,143,495 $ 114,973 (599) $ $ 1,257,869
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Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

4. Capital Assets (continued):
Capital asset balances and activity were as follows:

Balance

December 31,

Balance

December 31,

2019 Additions Retirements Transfers 2020
Capital assets not being depreciated
Land $ 444,175 $ - - - 444,175
Construction in progress 19,470 22,129 - (41,599) -
Total capital assets not being
depreciated 463,645 22,129 - (41,599) 444,175
Capital assets being depreciated
Land improvements 208,696 - (2,157) - 206,539
Building and improvements 5,072,331 8,514 (3,952) 41,599 5,118,492
Equipment 4,449,179 87,091 (83,121) - 4,453,149
Total capital assets being
depreciated 9,730,206 95,605 (89,230) 41,599 9,778,180
Less accumulated depreciation for
Land improvements 208,378 318 (2,157) - 206,539
Building and improvements 4,606,738 150,632 (3,952) - 4,753,418
Equipment 4,043,054 156,625 (80,776) - 4,118,903
Total accumulated depreciation 8,858,170 307,575 (86,885) - 9,078,860
Total capital assets being
depreciated, net 872,036 (211,970) (2,345) 41,599 699,320
Capital assets, net $ 1,335,681 $ (189,841) $ (2,345) - $ 1,143,495
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Grant County Public Hospital District No. 2
doing business as Quincy Valley Medical Center

Notes to Basic Financial Statements (Continued)

Years Ended December 31, 2021 and 2020

5.

Long-term Debt and Capital Lease Obligations:

A schedule of changes in the District’s noncurrent liabilities consisted of the following amounts:

Balance Balance Amounts
December 31, December 31, Due Within
2020 Additions Reductions 2021 One Year
Long-term debt
2001 LTGO Bonds $ 1,382,433  $ - S (105,162) 1,277,271 $ 104,527
Darktrace Loan Payable 24,000 - (24,000) - -
Total long-term debt 1,406,433 - (129,162) 1,277,271 104,527
Capital lease obligations 148,289 - (38,992) 109,297 40,231
Total noncurrent liabilities $ 1,554,722  $ - $ (168,154) 1,386,568 $ 144,758
Balance Balance Amounts
December 31, December 31, Due Within
2019 Additions Reductions 2020 One Year
Long-term debt
2001 LTGO Bonds $ 1,473,051  § - S (90,618) 1,382,433 § 99,977
EPOWERdoc Note Payable 10,335 - (10,335) - -
Darktrace Loan Payable 48,000 - (24,000) 24,000 24,000
Total long-term debt 1,531,386 - (124,953) 1,406,433 123,977
Capital lease obligations 125,212 59,443 (36,366) 148,289 38,992
Total noncurrent liabilities $ 1,656,598 $ 59,443 § (161,319) 1,554,722  § 162,969

Long-term debt — The terms and due dates of the District’s long-term debt are as follows:

e Limited tax general obligation (LTGO) bonds, dated December 3, 2001, in the original

amount of $2,634,725, held by the United States Department of Agriculture; for the purpose

of refinancing an interim loan used for construction, bond refinancing, and capital
purchases, as well as additional financing for capital additions. Payments of $80,465 are

due semiannually on June 1 and December 1, including interest at a fixed rate of 4.5 percent

per annum, which matures in 2031.

¢ Note payable with Darktrace paid in full during 2021.
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Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

5. Long-term Debt and Capital Lease Obligations (continued):

Capital lease obligations — Capital lease obligations to various lenders, due in monthly payments
between $313 and $2,864, including interest from 4.40 percent to 10.44 percent through December
2025, collateralized by equipment with a cost of $208,769 and $236,907 and accumulated
amortization of $62,868 and $67,076 as of December 31, 2021 and 2020, respectively. The lease
obligations are reflected in the District’s assets and liabilities.

Scheduled principal and interest repayments on long-term debt and capital lease obligations are as

follows:

Years Ending Long-term Debt Capital Lease Obligations

December 31, Principal Interest Total Principal Interest Total
2022 $ 104,527  $ 56,403 $ 160,930 S 40,231 $ 6,963 §$ 47,194
2023 109,283 51,647 160,930 43,715 3,480 47,195
2024 114,122 46,808 160,930 20,869 553 21,422
2025 119,450 41,480 160,930 4,482 58 4,540
2026 124,885 36,045 160,930 - - -

2027-2031 705,004 89,709 794,713 - - -

$ 1,277,271  § 322,092 $§ 1,599,363 §$ 109,297 § 11,054 $ 120,351

6. Paycheck Protection Program Note Payable:

In April 2020, the District was granted a loan from Washington Trust Bank in the aggregate
amount of $754,274, pursuant to the Paycheck Protection Program (PPP) under Division A, Title I
of the Coronavirus Aid, Relief and Economic Security Act (CARES Act) Provider Relief Fund,
which was enacted March 27, 2020. The District applied for PPP loan forgiveness in August 2020,
and full forgiveness was approved in January 2021. The loan forgiveness is recorded as a Gain on
Forgiveness of Paycheck Protection Program loan in the statements of revenues, expenses, and
changes in net position for the year ended December 31, 2021.



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

7. Net Patient Service Revenue:

The District recognizes patient service revenue associated with services provided to patients who
have third-party payor coverage on the basis of contractual rates for the services rendered. For
uninsured patients who do not qualify for charity care, the District recognizes revenue on the basis
of its standard rates for services provided (or on the basis of discounted rates, if negotiated, or
provided by policy). On the basis of historical experience, a significant portion of the District’s
uninsured patients will be unable or unwilling to pay for the services provided. Thus, the District
records a significant provision for bad debts related to uninsured patients in the period the services
are provided. The District’s provisions for bad debts and writeoffs have not changed significantly
from the prior year. The District has not changed its charity care and uninsured discount policies
during 2021 or 2020. Patient service revenue, net of contractual adjustments and discounts (but
before the provision for bad debts), recognized in the period from these major payor sources, is as

follows:
2021 2020
Patient service revenue (net of contractual
adjustments and discounts):

Medicare $ 3,121,587 $ 2,891,409

Medicaid 2,287,592 1,731,583

Other third-party payors 4,657,881 3,472,040

Patients 847,024 763,414

10,914,084 8,858,446

Less:

Charity care 178,525 131,409

Provision for bad debts 1,028,433 801,009
Net patient service revenue $ 9,707,126 $ 7,926,028

The District has agreements with third-party payors that provide for payments at amounts different
from its established rates. A summary of the payment arrangements with major third-party payors
follows:

»  Medicare — The District has been designated a critical access hospital and the clinic a rural
health clinic by Medicare and they are reimbursed for inpatient, outpatient, and clinic services
on a cost basis as defined and limited by the Medicare program. The Medicare program’s
administrative procedures preclude final determination of amounts due to the District for such
services until three years after the District’s cost reports are audited or otherwise reviewed and
settled upon by the Medicare administrative contractor. Nonrural health clinic physician
services are reimbursed on a fee schedule.

»  Medicaid — The majority of Medicaid beneficiaries are covered through health maintenance
organizations operated by commercial insurance companies. The District is reimbursed for
inpatient and outpatient services on a prospectively determined rate that is based on historical
revenues and expenses for the District.



Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

7. Net Patient Service Revenue (continued):

= Other Commercial Payors — The District has also entered into payment agreements with
certain commercial insurance carriers, health maintenance organizations, and preferred
provider organizations. The basis for payment to the District under these agreements includes
prospectively determined rates per discharge, discounts from established charges, and
prospectively determined daily rates.

Laws and regulations governing the Medicare and Medicaid programs are extremely complex and
subject to interpretation. As a result, there is at least a reasonable possibility that recorded
estimates will change by a material amount in the near term. Net patient service revenue increased
by approximately $520,000 and $186,000 for the years ended December 31, 2021 and 2020,
respectively, due to differences between original estimates and preliminary settlements and/or
revised estimates. Such revenue is reported at the estimated net realizable amounts from patients,
third-party payors, and others for services rendered, including estimated retroactive adjustments
under reimbursement agreements with third-party payors. Retroactive adjustments are accrued on
an estimated basis in the period the related services are rendered and adjusted in future periods as
final settlements are determined.

The District provides charity care to patients who are financially unable to pay for the healthcare
services they receive. The District’s policy is not to pursue collection of amounts determined to
qualify as charity care. Accordingly, the District does not report these amounts in net operating
revenues or in the allowance for uncollectible accounts. The District determines the costs
associated with providing charity care by aggregating the applicable direct and indirect costs,
including salaries and wages, benefits, supplies, and other operating expenses, based on data from
its costing system. The costs of caring for charity care patients for the years ended December 31,
2021 and 2020, were approximately $119,000 and $111,000, respectively.

8. Property Taxes:

The County Treasurer acts as an agent to collect property taxes levied in the County for all taxing
authorities. Taxes are levied annually on January 1 on property values listed as of the prior

May 31. Assessed values are established by the County Assessor at 100 percent of fair market
value. A revaluation of all property is required every four years.

Taxes are due in two equal installments on April 30 and October 31. Collections are distributed
monthly to the District by the County Treasurer.

The District is permitted by law to levy up to $0.75 per $1,000 of assessed valuation for general
District purposes. The Washington State Constitution and Washington State Law, RCW
84.55.010, limit the rate. The District may also levy taxes at a lower rate. Further amounts of tax
need to be authorized by a vote of the residents of the District.
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Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center

Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

10.

Property Taxes (continued):

For 2021, the District’s regular tax levy was approximately $0.31 per $1,000 on a total assessed
valuation of $5,250,798,192, for a total regular levy of $1,603,142. For 2021, the District’s
supplemental levy was approximately $0.17 per $1,000 on a total assessed valuation of
$5,250,798,192, for a total supplemental levy of $875,000. For 2020, the District’s regular tax
levy was approximately $0.31 per $1,000 on a total assessed valuation of $5,118,844,129, for a
total regular levy of $1,600,024.

Property taxes are recorded as receivables when levied. Since state law allows for sale of property
for failure to pay taxes, no estimate of uncollectible taxes is made.

CARES Act Provider Relief Fund:

In April 2020, the District received $3,299,078 of funding from the CARES Act Provider Relief
Fund. In 2021, the District received additional funding of $355,685. These funds are required to be
used to reimburse the District for healthcare-related expenses or lost revenues that are attributable
to coronavirus. During the years ending December 31, 2021 and 2020, the District recognized
$3,262,198 and $50,000 of grant revenue from these funds, respectively. The District had
$342,565 and $3,249,078 remaining funds as of December 31, 2021 and 2020, respectively, to use
for healthcare-related expenses or lost revenues that are attributable to coronavirus in the next
fiscal year.

Defined Contribution Plans:

The District provides employees with the Quincy Valley Hospital 403(b) Retirement Plan

(the Plan), a deferred compensation pension plan, for its benefit-eligible employees. The Plan is
administered by Lincoln National Life Insurance Company. Benefit terms, including contribution
requirements, for the Plan are established and can be amended by the District. The District is not
required to contribute to the Plan; however, the District may make a voluntary contribution to
participating employees up to two percent of the eligible employee’s annual compensation. After
one year of service, an employee vests ten percent of the employer’s contribution, and after five
years of service, an employee vests 100 percent of the employer contribution. The District has not
elected to make voluntary contributions as of December 31, 2021 and 2020. The District makes
contributions up to $5,000 annually to highly compensated employees. Total employer
contributions for these employees for the years ended December 31, 2021 and 2020, totaled
approximately $8,000 and $14,000, respectively. Employees are permitted to make contributions
up to applicable Internal Revenue Code limits. Employees are immediately vested in their own
contributions and earnings on those contributions. For the years ended December 31, 2021 and
2020, employee contributions totaled approximately $59,000 and $86,000, respectively.

The District had no liability to the Plan at December 31, 2021 or 2020.
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doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

11.

Risk Management and Contingencies:

Risk management — The District is exposed to various risks of loss from torts; theft of, damage to,
and destruction of assets; business interruption; errors and omissions; employee injuries and
illnesses; natural disasters; medical malpractice; and employee health and accident benefits.
Commercial insurance coverage is purchased for claims arising from such matters. Settled claims
have not exceeded this commercial coverage in any of the three preceding years.

Industry regulations — The healthcare industry is subject to numerous laws and regulations of
federal, state, and local governments. These laws and regulations include, but are not necessarily
limited to, matters such as licensure, accreditations, and government healthcare program
participation requirements, reimbursement for patient services, and Medicare and Medicaid fraud
and abuse. Government activity continues with respect to investigations and allegations
concerning possible violations of fraud and abuse statutes and regulations by healthcare providers.
Violations of these laws and regulations could result in expulsion from government healthcare
programs together with the imposition of significant fines and penalties, as well as significant
repayments for patient services previously billed. Management believes that the District is in
compliance with fraud and abuse statutes, as well as other applicable government laws and
regulations.

While no regulatory inquiries have been made, compliance with such laws and regulations can be
subject to future government review and interpretation, as well as regulatory actions unknown or
unasserted at this time.

Medical malpractice claims — The District purchases malpractice liability insurance through
Coverys Specialty Insurance Company. The policy provides protection on a “claims-made” basis
whereby only malpractice claims reported to the insurance carrier in the current year are covered
by the current policies. If there are unreported incidents which result in a malpractice claim in the
current year, such claims will be covered in the year the claim is reported to the insurance carrier
only if the District purchases claims-made insurance in that year or the District purchases “tail”
insurance to cover claims incurred before but reported to the insurance carrier after cancellation or
expiration of a claims-made policy.

The current malpractice insurance provides $1,000,000 per claim of primary coverage with an
annual aggregate limit of $5,000,000. There is no deductible associated with the current
malpractice policy.

No liability has been accrued for future coverage for acts, if any, occurring in this or prior years.
Also, it is possible that claims may exceed coverage available in any given year.
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doing business as Quincy Valley Medical Center
Notes to Basic Financial Statements (Continued)
Years Ended December 31, 2021 and 2020

12.

13.

Concentration of Risk:

Patient accounts receivable — The District grants credit without collateral to its patients, most of
whom are local residents and are insured under third-party payor agreements. The majority of
these patients are area residents.

The mix of receivables from patients was as follows:

2021 2020
Medicare 11 % 15 %
Medicaid 5 4
Other third-party payors 25 11
Patients 59 70

100 % 100 %

Physicians — The District is dependent on local physicians practicing in its service area to provide
admissions and utilize hospital services on an outpatient basis. A decrease in the number of
physicians providing these services or change in their utilization patterns may have an adverse
effect on hospital operations.

Subsequent Event:

Grant County Hospital District #2, Proposition 1, was approved by voters during the Grant County
August 2, 2022, Primary Election. This measure will allow the district to issue no more than

$55 million in general obligation bonds within 30 years. The funding will be used to build a new
hospital to replace the current, aging facility and equip it with appropriate medical equipment.
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DINGUS | ZARECOR & ASSOCIATES puc

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Quincy, Washington

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Grant County Public
Hospital District No. 2 doing business as Quincy Valley Medical Center (the District) as of and for the
year ended December 31, 2021, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the table of contents, and have issued our
report thereon dated August 15, 2022.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
and contracts and grant agreements, noncompliance with which could have a direct and material effect on
the financial statements. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the District’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Dingus, Banecor & ssociatee PLLL

Spokane Valley, Washington
August 15, 2022
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Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR
THE MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Commissioners
Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Quincy, Washington

Report on Compliance for the Major Federal Program
Opinion on the District’s Major Federal Program

We have audited Grant County Public Hospital District No. 2 doing business as Quincy Valley Medical
Center (the District) compliance with the types of compliance requirements identified as subject to audit
in the OMB Compliance Supplement that could have a direct and material effect on the District’s major
federal program for the year ended December 31, 2021. The District’s major federal program is identified
in the summary of auditors’ results section of the accompanying schedule of findings and questioned
costs.

In our opinion, the District complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal program for the year
ended December 31, 2021.

Basis for Opinion on the Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under
those standards and the Uniform Guidance are further described in the Auditors’ Responsibilities for the
Audit of Compliance section of our report.

We are required to be independent of the District and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for the major
federal program. Our audit does not provide a legal determination of the District’s compliance with the
compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to the
District’s federal program.
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Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the District’s compliance based on our audit. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
generally accepted auditing standards, Government Auditing Standards, and the Uniform Guidance will
always detect material noncompliance when it exists. The risk of not detecting material noncompliance
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the
compliance requirements referred to above is considered material if there is a substantial likelihood that,
individually or in the aggregate, it would influence the judgment made by a reasonable user of the report
on compliance about the District’s compliance with the requirements of each major federal program as a
whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

e [Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the District’s compliance with the compliance requirements
referred to above and performing such other procedures as we considered necessary in the
circumstances.

e Obtain an understanding of the District’s internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the
purpose of expressing an opinion on the effectiveness of the District’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.
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Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Dingue, Barecor & ssociates PLLE

Spokane Valley, Washington
August 15, 2022
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Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Schedule of Audit Findings and Questioned Costs

Year Ended December 31, 2021

Section I — Summary of Auditors’ Results

Financial Statements:

Type of auditors' report issued:

Internal control over financial reporting:

*  Material weakness identified?

»  Significant deficiency identified?

Noncompliance material to financial statements noted?
Federal Awards:

Internal control over major federal programs:

*  Material weakness identified?
»  Significant deficiency identified?

Type of auditors' report issued on compliance for major federal program:

Any audit findings disclosed that are required to be reported
in accordance with 2 CFR 200.516(a)?
Identification of major federal program:
Federal Assistance Listing Number

93.498

Unmodified

yes X no

yes X none reported

yes X no

yes X no

yes X none reported
Unmodified

yes X no

Name of Federal Program or Cluster

Provider Relief Fund and American Rescue Plan (ARP) Rural Distribution

Dollar threshold used to distinguish between type A and type B programs:

Auditee qualified as low-risk auditee?

$750,000

yes X no
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Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Schedule of Audit Findings and Questioned Costs (continued)
Year Ended December 31, 2021

Section II — Financial Statement Findings

There are no matters reported for 2021. Therefore, no corrective action plan is necessary, nor has one
been prepared.

Section III — Federal Award Findings and Questioned Costs

There are no matters reported for 2021. Therefore, no corrective action plan is necessary, nor has one
been prepared.
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Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2021

Pass-
Federal Through
Assistance Entity Additional
Lisitng Identifying Award Total Federal
Federal Grantor/Pass-through Grantor/Program or Cluster Title Number Number Identification Expenditures
U.S. Department of Health and Human Services Direct Programs:
COVID-19 Testing and Mitigation for Rural Health Clinics 93.697 COVID-19 100,000
Provider Relief Fund and American Rescue Plan (ARP) Rural Distribution 93.498 COVID-19 3,262,198
Total U.S. Department of Health and Human Services Direct Programs 3,362,198
U.S. Department of Health and Human Services Pass-through Programs From:
Washington State Department of Health
Rural Health Research Center 93.155 HSP26410-0 COVID-19 252,684
Washington State Health Care Authority
Opioid STR 93.788 Not available 10,000
Total U.S. Department of Health and Human Services Pass-through Programs 262,684
Total Expenditures of Federal Awards 3,624,882

See accompanying independent auditors’ report and notes to the schedule of expenditures of federal awards.

Notes to the Schedule of Expenditures of Federal Awards

1. Basis of Presentation:

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal
award activity of the District under programs of the federal government for the year ended
December 31, 2021. Amounts reported on the Schedule for Federal Assistance Listing Number
93.498 — Provider Relief Fund and American Rescue Plan (ARP) Rural Distribution are based
upon the June 30, 2021, Provider Relief Fund report. The information in this Schedule is presented
in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the
operations of the District, it is not intended to and does not present the financial position, changes

in net assets, or cash flows of the District.

2.  Summary of Significant Accounting Policies:

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement. The
District has not elected to use the 10 percent de minimis indirect cost rate allowed under the

Uniform Guidance.
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Grant County Public Hospital District No. 2

doing business as Quincy Valley Medical Center
Summary Schedule of Prior Audit Findings
Year Ended December 31, 2021

The audit for the year ended December 31, 2021, reported no audit findings, nor were there any
unresolved prior year findings from years ended December 31, 2020, or prior. Therefore, there are no
matters to report in this schedule for the year ended December 31, 2021.
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